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Income & Production 
(In millions of L.E.) 


1978 1979 
GNP (Market prices) 10,635 13,213 


GDP (Market prices) 9,671 12,409 


GDP (Factor cost) 9,008 11,938 


GOP Per Capita 243 303 


Population (Millions) 39.8 41.0 
Labor force 13.0 13.4 


Balance of Payments > 


(In millions of U.S. dollars) 
Estimate 
1978 1979 1980 
Exports 2,000 2,900 4,000 
Petroleum & Petroleum Products (800) (1,800) (2,900) 
Cotton (275) (350) (425) 


Imports 5,500 6,900 8,000 
(from the United States) (1,135) (1,430) (1,800) 


Trade Balance -3,500 -4,000 -4,000 
Services Receipts 3,450 4,100 5,000 
Tourism (700) (600) (700) 
Suez Canal (515) (590) (710) 
Workers Remittances (1,760) (2,210) (2,800) 
Investment Income (140) (300) (425) 


Services Payments 1,200 1,300 1,500 
Investment Income (415) (430) (580) 


Current Account Deficit -1,250 -1,200 -500 
Net Capital Inflows 1,100 1,900 2,000 


Basic Balance -150 700 1,500 


lFor converting i i 
g items for LE into $, the unified rate of exchan 
(LE=$1.43) is used for all transactions. a 


2Based on Embassy estimate of 8-9 percent real growth. 


3 . ‘ . 
Exclusive of transactions of foreign oil companies. 





Money & Prices 


(In millions of L.E.) 


Jan-Sept 
1978 1979 1980 
Money Supply 4,114 5,302 6,070 


Bank Credit to the Public Sector (gross) 7,855 10,008 11,319 
of which public sector deposits (1,794) (3,026) (4,149) 


Bank Credit to the Private Sector 582 1,012 1,484 
and Cooperatives 


Net Foreign Assets -2,195 -2,016 -1,134 


Price Indices’ (% change during period) 


Wholesale ree 
Retail 9.8 


Public Finances 
(In millions of L.E.) 
Jan-June Budget 
1979 1980 1980/81 
Revenue 3,684 2,038 5,981 
Expenditure 6,320 3,485 8,670 
Emergency Fund Deficit -306 -0- -0- 
Total Deficit 2,636 1,447 
Financing 
External, net 481 558 


Domestic non-bank 899 326 
Banking System 1,256 563 


4 the price indices represent the official GOE market basket, which is 
heavily weighted with subsidized items. Thus, inflationary pressures 
are stronger than reflected here. 


(Sources: Central Bank of Egypt, IMF, IBRD) 





SUMMARY 


Egypt finished its first year in the new decade with a continuation 
of the strong economic growth achieved in the late 1970's. Real 
growth in the gross domestic product (GDP) in 1980 is estimated 

at 8-9 percent, and prospects for similar rates of growth over 

the next few years remain highly favorable. Economic growth 

in 1980 was led by the petroleum sector--which now accounts 

for about 20 percent of GDP. 


Current Egyptian Government economic priorities include a con- 
tinuation of those policies introduced following the cabinet 
reshuffle in mid-1980; namely, raising the standard of living 
of low-income groups, principally through controlling prices 
and continuing the subsidization of basic food commodities, 

and providing sufficient resources to assure the implementation 
of longer term development goals set forth in the Five-Year 
Plan (1980-84). 


The balance of payments turned in a record performance in 1980. 
While the gap between exports and imports remained large (an 
estimated $4 billion in 1980), it was nearly offset by gains 

in the services account, and the current account deficit for 

1980 is expected to be no more than $500 million. Total foreign 
exchange earnings from exports of goods and services reached 

an estimated $9 billion, up from $7 billion in 1979. Major 
foreign exchange earners included petroleum and products ($2.9 
billion), workers remittances ($2.8 billion), tourism ($700 
million), the Suez Canal ($700 million), and cotton ($425 million). 


The capital account showed considerable strength in 1980. Inflows 
of foreign official aid reached $1.4 billion and utilization 

of suppliers credits brought in another $1.1 billion. Foreign 
private (direct) investment (including oil) for 1980 is estimated 
at over $800 million. Overall, the basic balance was in con- 
siderable surplus--over $1 billion--allowing for an increase 

in official foreign exchange reserves of an estimated $800 million. 


On the domestic side, the Egyptian economy continues to face 
structural problems related to public finances and pervasive 
cost-price distortions in the public sector. The Government's 
budget deficit remains large (over 20 percent of GDP in both 

1978 and 1979), although in the 1980/81 fiscal year (July 1, 1980- 
June 30, 1981), the deficit is expected to decline as a result 

of higher receipts from the Suez Canal and oil exports. 
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Central to the problem of the budget deficit is the continuation 
of government subsidization of seven basic commodities (wheat, 
flour, sugar, rice, tea, edible oil, and butane gas). Direct 
government subsidies--designed principally to provide ample 
supplies of essential commodities to lower income groups--will 
cost the Government L.E. (Egyptian pound) 1.8 billion ($2.6 
billion) in 1980/81, equivalent to 14 percent of projected GDP. 
The Government plans major legislative initiatives in 1981, 
aimed at broadening the domestic resource base and putting the 
public economic sector on a more economical basis. 


The Egyptian Government remains committed to the basic principles 
of the "open door policy." While the public sector is expected 
to retain its dominant role in economic activity, foreign and 
private participation in Egyptian economic development will 
remain important in achieving overall planning goals. Current 
investment priorities include agriculture and food security; 
housing, utilities, and building materials; and transportation 
and communications. Total investment under the current Five- 
Year Plan (1980-84) is expected to exceed L.E. 24 billion, with 
the public sector accounting for about L.E. 20 billion and the 
private sector about L.E. 4 billion. 


The United States continues to play a major role in Egypt's 
development in both official and private channels. American 
economic assistance to Egypt has been averaging roughly $1 billion 
per year over the last 6 years. In 1980, the United States 
continued its role as Egypt's largest trading partner, supplying 
about one-fifth of its imports and receiving about one-seventh 

of its exports. 


United States companies have also fared relatively well in their 
efforts to invest in Egypt under Law 43. According to Egyptian 
statistics, roughly 103 projects with American participation 

have been approved since 1974, with a total capital value of 

$380 million. In addition, U.S. firms have been heavily involved 
in petroleum exploration and production in Egypt. Out of 36 

new concession agreements signed in 1980 alone, 15 involved 

U.S. firms. 


CURRENT SITUATION 


The Egyptian economy entered 1981 with an apparent easing of 
the heavy domestic consumer price inflation that characterized 
the first half of 1980, and with a record balance-of-payments 
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surplus attributable to higher earnings from petroleum and remit- 
tances. Prospects remain highly favorable for a continuation 

of real annual increases in GNP ranging from 8-10 percent, accom- 
panied by high levels of investment, equivalent to 27-28 percent 
of GDP. 


On domestic issues, the Egyptian Government seemed to be achieving 
some success in ameliorating the standard of living for those 
with fixed incomes. Price freezes introduced in mid-year on 

a range of items produced by public sector companies, together 
with the addition of meat and dairy products to the list of 
fixed-price items late in 1980, had a substantial impact in 
slowing the overall rate of inflation, particularly on food 
items. Egyptian Government consumer price data indicate that 
prices rose by an estimated 18.5 percent in 1980, although it 
should be noted that the market basket used is heavily weighted 
with subsidized food commodities. 


In a recent speech on the outlook for the current year, the 
Deputy Prime Minister for the Economic and Financial Sectors-- 
Abdel Razzak Abdel Meguid--indicated that Egyptian Government 
priorities would remain roughly the same as those announced 

in 1980; namely: raising the standard of living of low-income 


groups, principally through controlling prices; supplying suffi- 
cient investment resources to the development budget, with special 
emphasis on food security projects; increasing agricultural 

and industrial production, including an expansion in the share 
available for export; and continuing financial reform and modern- 
ization of the public sector. 


On the external side, Egypt is believed to have finished 1980 
with a balance of payments in considerable surplus. The current 
account deficit is estimated at roughly $500 million, after 
recorded deficits of $1-1.5 billion for the 3 previous years. 
Official balances of foreign exchange had risen by year's end 

to well over $1 billion--equivalent to 2 months of imports-- 
with private sector holdings estimated at roughly four times 
that amount. 


Also of note is the boom in banking that occurred throughout 
1980. By year's end, the number of banks had risen to 55, exclu- 
sive of foreign representative offices--which numbered 38 at 
year's end. In addition to the growth in the number of private 
sector banks (seven new ones were added in 1980), the Egyptian 
Government announced plans for four new financial institutions 
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that are expected to play a major role in Egypt's development: 
the National Investment Bank (a fund through which official 
investment expenditures are expected to pass), the National 
Bank for Development (a Law 43 bank created to help finance 
development projects in the governorates), the Egyptian Inter- 
national Bank (to be a window for Egypt on international money 
markets), and a National Export-Import Bank. 


Normalization of economic and commercial relations with Israel 
continued throughout the period, according to terms and conditions 
outlined in bilateral agreements and memoranda of understanding 
Signed in 1980. Direct air service between Tel Aviv and Cairo-- 
six flights per week--is conducted by carriers in both countries. 
In mid-December, the transit point at El Arish was opened to 

land cargoes. Apart from Egyptian exports of crude oil to Israel 
(2 million tons per year), the volume of Egyptian-Israeli trade 
has remained small. In 1980, Israel exported some food items 
(eggs and dairy products) to Egypt as well as a few industrial 
products (aluminum fixtures). The value of these items, however, 
is estimated at less than $5 million. 


Balance of Payments 


Throughout 1980, the Egyptian economy showed steady improvement 
in its balance of payments. While the gap between imports and 
exports remained large (estimated at $4 billion in 1980, the 
same level recorded in 1979), record receipts on the services 
account offset nearly the entire amount of the trade deficit. 
Preliminary data suggest that the current account deficit for 
1980 was probably no more than $500 million. Capital inflows 
more than offset this sum and enabled Egypt to run a balance- 
of-payments surplus of well over $1 billion. 


On the trade account, receipts from commodity exports reached 
an estimated $4 billion, with petroleum accounting for more 
than two-thirds. In 1980, crude oil production reached 29.7 
million tons or about 595,000 barrels per day. At an average 
export price of about $32 per barrel, this production level 
generated $2.4 billion in foreign exchange receipts. Exports 
of petroleum products earned another $540 million in foreign 
exchange receipts. Late in 1980, petroleum production had risen 
still further. Egyptian officials estimate that first quarter 
1981 production will average about 650,000 barrels per day. 
Egyptian top-grade crude oil is currently being sold at its 
highest level ever--$40.50 per barrel. Net foreign exchange 
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receipts from the petroleum sector in the current 1980/81 fiscal 
year are estimated by the Government at well over $3 billion. 


Of commodity exports, the second largest earner of foreign exchange 
receipts is cotton, which returned an estimated $425 million 

based on a 1979/80 production level of 9.67 million metric kantars 
(1 kantar = 50 kilograms of lint cotton) and exports of 3.8 

million kantars. The 1980/81 cotton crop is expected to reach 
10.61 million kantars, with the value of cotton exports, which 
will be reflected in the 1981 balance of payments, expected 

to exceed $500 million. 


Receipts from services in 1980 are estimated at $4.9 billion, 
nearly 30 percent higher than the 1979 level. More than half 
of these receipts come from remittances from Egypt's expatriate 
workers--either in the form of cash transfers to banks that 

are converted from foreign currencies into pounds or using balances 
held in foreign currencies to finance “own exchange" imports. 
Recorded remittances (a significant share is believed to go 
unrecorded) grew by an estimated 26 percent in 1980 (the same 
level of growth as recorded in 1979) and are projected to rise 
by at least 20 percent in 1981. Receipts from tourism showed 
their first year of growth since 1977, reaching an estimated 
$700 million. Total tourist nights for the year are estimated 
at 7,927,000, up 12 percent from 1979. Suez Canal earnings 

are also estimated to have risen to just under $700 million. 
Completion of the first phase of deepening and widening the 
Canal late in 1980, coinciding with a recently announced fare 
increase, should push Canal revenues in 1981 up to around $900 
million. 


Notwithstanding the gains in earnings described above, there 

are two causes for concern in the current account. The first 

is the growth in imports, roughly 35 percent of which is food 
and other consumables. The high rate of population growth (cur- 
rently estimated at 2.9 percent) and low prices on subsidized 
food items have resulted in significant increases in consumption 
unmatched by increased domestic production. As a result of 

both volume and price increases, the Ministry of Supply import 
bill (one-fourth of total imports in 1979) is estimated to have 
risen by as much as 50 percent in 1980 over 1979. 


The second point of concern in the current account is that exports 
of industrial products have been declining in real terms since 
1975, despite government policies aimed at increased 
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industrialization. Domestic production consists largely of 
consumer items (textiles, food, beverages, and cigarettes) that 
have generally been marketed domestically. While the lack of 
success in this area has not had any significant short-term 
impact on the balance of payments (because of adequate foreign 
exchange availabilities from other sources), it has had serious 
consequences for domestic employment. The rapid increase in 
the labor force (300,000-400,000 per year) cannot continue to 
be absorbed by government agencies and public sector companies, 
nor can the agricultural sector be expected to provide major 
new employment opportunities, given limited availability of 
new arable land. Many observers believe that Egypt's longer 
term development prospects will weigh heavily on the degree 

to which Egypt can become a manufactured goods exporter. 


As noted above, the capital account of the balance of payments 
has also shown considerable improvement. Debt service payments 
in 1980, estimated at $1.3 billion, accounted for no more than 
15 percent of the earnings on goods and services (down from 
over 30 percent in the mid-1970's). Debt service payments in 
the next few years are expected to remain at the same nominal 
level, owing to a more balanced debt maturity structure stemming 
from higher utilization of official--and largely concessional-- 
aid. 


Inflows of nonmonetary capital (multilateral and bilateral assist- 
ance, suppliers credits and direct investment, including the 

oil sector) are estimated at roughly $2.5 billion in 1980. Of 
this total, roughly $1.4 billion came from drawings of foreign 
assistance. These inflows more than offset the small current 
account deficit, allowed for some new repayment of banking facili- 
ties and still enabled Egypt to realize a considerable balance- 
of-payment surplus. Official international reserves are estimated 
to have reached $1.3 billion by year's end, up from $529 million 
at the end of 1979. 


Economic Reforms 


The Egyptian economy continues to face a number of serious economic 
problems, most of which pre-date the introduction of the open 

door policy. These include continued imbalances in the structure 
of public finances, severe cost-price distortions, high consumption, 
insufficient investment resources financed from domestic savings, 
and a continuing high rate of population growth--currently esti- 
mated at 2.9 percent per year. 
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Egypt has continued to experience difficulty in domestic resource 
mobilization. The structure of public finances is such that 
expenditures (i.e., those in Egyptian pounds) tend to be very 
price elastic (and thus rise with inflation) while domestic 
revenues are not, and the result has been an ever-widening budget 
deficit. As a percentage of GDP, the deficit exceeded 20 percent 
in both 1978 and 1979, although it is expected to drop in 1980/81 
because of a higher level of foreign receipts. 


Each year, the deficit must be covered to a great extent by 
borrowing from the banking system, a major factor in monetary 
expansion. In the first 6 months of 1980, Egyptian Government 
accounts showed a deficit of L.E. 1.4 billion (about $2 billion), 
of which roughly 40 percent was financed through the banking 
system. This contributed to an acceleration in monetary expansion, 
which by September 1980 had reached nearly 35 percent on an 

annual basis. 


At the heart of the budget issue, and the chief drain on budgetary 
resources, is the continuation of government subsidization of 

the seven basic commodities: wheat, flour, sugar, rice, edible 

oil, tea, and butane gas. The selling prices of most of these 

items have remained fixed for years while import costs have 

risen sharply. In the current 1980/81 fiscal year, subsidies 

are expected to cost the Government L.E. 1.8 billion ($2.6 billion), 
equivalent to about 14 percent of projected GDP. 


Similar cost-price distortions are evident throughout the public 
sector. A governmental policy of administrative decontrol-- 
specifically with respect to pricing--was halted in mid-1980 
when Egyptian officials decided that prices on previously price- 
controlled items (other than the seven basic commodities) were 
moving up too quickly and contributing to an acceleration of 
inflationary pressures. 


Egyptian Government officials remain aware of the longer term 
economic costs of continuing indefinitely along this path. Major 
legislative initiatives are currently being planned in two areas: 
(1) the drafting of a comprehensive new tax law to expand the 

tax base and make the overall system more responsive to increases 
in nominal income; and (2) the drafting of a new law reorganizing 
the public sector so as to separate management from ownership 

and allow for greater decisionmaking on wages and prices within 
each production unit. 
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Control over domestic interest rates paid on Egyptian pound savings 
has been one element in Egyptian Government efforts to control 
inflation and encourage the shift away from consumption toward 
investment. In mid-1980, the Government twice raised the interest 
rate payable on domestic savings by 1 percentage point across 

the board. These moves coincided with a fall in Eurocurrency 
interest rates payable on dollar savings, which are passed on 
nearly in full to depositors because of the absence of a reserve 
requirement. Thus, for a brief period, the longstanding incentive 
to switch from pounds to dollars via the free market had been 
removed. Late in 1980, however, interest rates on dollars in 

the Eurocurrency market jumped back up and once again a huge 

gap emerged between interest rates on dollars and pounds available 
locally. In January 1981, the Egyptian Government again moved 

up the interest rate on domestic savings by another percentage 
point, though as of this writing, the gap between pound and 

dollar savings rates is still almost 10 percentage points. 


Differentials between dollar and pound interest rates are important 
because they affect the "own exchange" or free market exchange 
rate. In this market, the dollar/pound rate floats, and the 

latter is usually offered at a considerable discount compared 

to the unified (official) exchange rate. In 1980, the free 

market exchange rate averaged nearly $1=L.E. 0.80 piasters, 

or 14 percent higher than the unified rate. ($1=L.E. 0.70). 


Investment 


Central to Egyptian Government efforts to mobilize investment 
resources has been the continuation of the open door policy, 

which was first announced by President Sadat following the October 
1973 war. The policy's basic principles include: (1) decentraliza- 
tion of decisionmaking in the public economic sector, (2) rein- 
vigorating Egypt's private sector, and (3) introducing incentives 

to attract foreign private capital. 


The public sector still accounts for the dominant share of invest- 
ment activity in Egypt, providing about 85 percent of gross 

fixed investment. Current investment priorities for the public 
sector are contained within the Five-Year Plan (1980-84) and 
include: (1) agriculture and food security, (2) housing and 
utilities, and (3) transportation and communication. These 
priorities marked a notable shift away from industry, which 

had been emphasized in earlier plans. Total public sector 
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investment under the Plan is expected to reach L.E. 20 billion, 
rising from about L.E. 3 billion in 1980 to over L.E. 5 billion 
by 1984. 


Institutional decentralization has remained an important element 
in government economic plans. Egypt's 26 governorates have 

been allocated a share in public sector investment resources-- 

L.E. 282 million in the 1980/81 budget or almost 10 percent 

of planned public sector investment for the year. In mid-1980, 

a new Law 43 bank was created--the National Bank for Development-- 
to assist the governorates in project identification and 
feasibility studies and in developing local financial institutions. 
By the end of 1980, plans for affiliate banks were well underway 

in at least 12 of the governorates. 


The Five-Year Plan also contains targets for private sector 
investment. According to the Plan, private sector investment 

will reach $4 billion, rising from L.E. 800 million in 1980 

to over L.E. 1 billion by 1984. The Plan anticipates that private 
sector resources will be directed primarily toward housing, 
utilities, and building materials; and agriculture and food 
security. 


Private investment has been facilitated by the growing availability 
of private savings from remittances and the "own exchange" import 
system--the system introduced in 1974 under which privately 

earned or held foreign exchange can be used to finance goods 

for importation into Egypt. Under this system, imports of raw 
materials, intermediate and capital goods (i.e., investment 
inputs), by the Egyptian private sector have risen from L.E. 

90 million in 1976 to an estimated L.E. 840 million in 1980. 


Law 43 of 1974, and subsequent amendments to it, remain central 
to government efforts to attract foreign participation in Egypt's 
development. Foreign investors have been encouraged to form 
joint ventures with public sector entities or private local 
investors. Benefits to Law 43 investors include guarantees 
against nationalization, exemption from public sector laws, 
‘exemption from certain customs duties, guaranteed repatriation 

of capital and earnings, and exemption from taxes for 5-8 years. 
In 1980, inflows of foreign private (non-oil) capital are believed 
to have reached $400 million, up from $100 million only 3 years 
ago. 
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The Egyptian Government has also been working to improve the 
conditions surrounding the structure of private capital. In 
December 1979, President Sadat announced the formation of a 
Capital Markets Authority to redevelop and regulate a functioning 
capital market and to help mobilize the capital required for 
economic development. By late 1980, only 74 companies were 
listed on the stock exchange, and only 10 of these were Law 

43 companies. Tax laws have been a major constraint on the 
evolution of a stock market in that existing laws impose a 41.5 
percent withholding tax on income from shares (with the balance 
taxed as regular income) while income from bank deposits is 

for the most part left untouched. The new tax law (see above) 
is expected to correct the apparent inequity. 


In addition, the Egyptian Government decided to establish a 
Private Investment Encouragement Fund (PIEF) to stimulate and 
support the development of private sector development projects. 
The Fund is to receive its initial resources from the Egyptian 
Government and USAID ($33 million). The new fund is to offer 
long-term loans and equity participation to the private sector 
in such areas as manufacturing, agro-industries, mining, tourism, 
transportation, housing, health, and education. Currently proposed 
projects eligible for PIEF support must have a total investment 
value of at least $1 million and ownership must be at least 

70 percent private. Loan terms are expected to range from 5 

to 12 years. 


No other sector has been more affected by Law 43 than banking. 

Of the 55 banks operating in Egypt, 25 are joint ventures (17 
commercial, 8 investment) formed under Law 43. These institutions 
have been subject to almost no restrictions on their activities 

in foreign currency, and as a result, have been able to offer 

high interest rates (usually close to LIBOR--the London Inter- 

Bank Offer Rate) on foreign savings. These banks have helped 

bring in large amounts of capital (i.e., expatriate worker savings), 
which in past years might have been placed elsewhere. 


It should be noted, however, that growing balances of privately 
held foreign exchange, which exceed official holdings by about 

a 4 to 1 margin, have been a source of some concern to the Govern- 
ment. Throughout 1980, the Government grappled with a series 

of measures designed to counteract what officials believed to 

be "excess liquidity" within the private sector. The Egyptian 
Government would like to encourage these financial institutions 
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to put more of these deposits into longer term investments (like 
project loans) rather than concentrating on shorter term trade 
financing. 


Implications for U.S. Business 


Sales prospects for U.S. companies remain favorable in light 

of Egypt's improved balance-of-payments position and the continued 
heavy flow of American economic assistance. The United States 

is Egypt's largest trading partner, supplying about one-fifth 

of its imports and receiving about one-seventh of its exports. 

In 1980, Egyptian imports from the United States reached an 
estimated $1.8 billion (about half of which were financed under 
various USAID programs), up from $1.4 billion in 1979. Leading 
imports included foodstuffs (especially wheat, corn, and flour), 
animal and vegetable oils, and machinery and transport equipment. 
Egyptian exports to the United States in 1980 reached an estimated 
$550 million, up from $318 million in 1979 and consisting primarily 
of petroleum and petroleum products. 


As indicated above, lack of foreign exchange is no longer a 
significant constraint on imports. In June 1980, however, the 
Government took steps to regulate the use of privately held foreign 
exchange. Decree 15 set import deposit requirements (as high 

as 100 percent for consumer durables ) for the private sector 

for the opening of letters of credit. The intention was to 
direct resources in the rapidly growing "own exchange" system 
away from imports of consumer items and toward investment goods. 
The full effect of the decree may not be felt until 1981, however, 
because of a provision allowing goods purchased under agreements 
that pre-date the enactment of Decree 15 to enter Egypt under 

the old system until the end of 1980. 


Sales prospects for American firms will be strong in the areas 

of agricultural products and agri-business equipment, construction 
equipment and building materials, electrical power and distribution 
equipment, and communications equipment. The 1980-84 Five-Year 
Plan calls for 20 percent of public sector investment to be 

made in agriculture and food security, specifically land reclama- 
tion, irrigation, and the food and fertilizer industries. [In 
early January 1981, Deputy Prime Minister Abdel Meguid indicated 
that this figure would be revised upward by as much as 20 percent. 
It is estimated that private sector investment in the agricultural 
sector will reach $1.1 billion during the 5-year period. Land 
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reclamation is expected to play a major role in agricultural 
development, with as much as 30,000 acres slated for reclamation 
annually. 


Construction will also receive major attention as the Government 
attempts to relieve Egypt's chronic housing shortage with low- 

to medium-cost housing projects and new cities in desert areas. 
The 1980-84 Plan puts public sector investment in housing, utili- 
ties, building materials, reconstruction, and new cities at 

$5 billion. As with agriculture, this figure is also being 
revised upward. An additional $2.8 billion of private investment 
is expected in this sector. Public sector investment in elec- 
tricity is planned to exceed $2.1 billion in order to meet demand 
growing at a rate of 10 percent a year. 


Many American firms will benefit from U.S. economic assistance 
programs in Egypt. From fiscal years 1975 to 1980, the United 
States obligated a total of $5.5 billion in grants and loans 
under economic assistance programs to Egypt. The fiscal 1981 
budget obligates an additional $850 million in USAID funds plus 
$300 million in agricultural assistance (PL-480 Titles I and 
III). Of the $850 million in USAID funds, approximately $300 
million is earmarked for imports of raw materials, spare parts, 


consumables, and capital equipment under the commodity import 
program. USAID programs cover a wide range of sectors, including 
power generation and distribution, telecommunications, industrial 
development and expansion, municipal water and sewerage projects, 
housing, agriculture, and health and family planning. 


Since the implementation of Law 43, U.S. companies have fared 
relatively well in their efforts to invest in Egypt. According 
to Egyptian statistics, the Investment Authority has approved 
103 projects involving American capital. The participating 
American companies are expected to invest $380 million in these 
projects, many of which are now in operation. No other country 
has had as many projects approved, although Western Europe as 

a whole has had some 200 projects approved. 


Still, foreign investment efforts have been hampered somewhat 

by bureaucratic and infrastructural obstacles to doing business 

in Egypt. The Investment Authority is aware of these difficulties 
and has taken some steps aimed at streamlining the investment 
approval process. For example, in order to better resolve issues 
affecting conflicting ministries, the Government has announced 
that investment board meetings are now to be conducted at the 
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ministerial level. At the same time, USAID has cofinanced a 
study of ways to strengthen the information and promotion efforts 
of the Investment Authority. As a result of this study, USAID 
expects to participate with the Authority in the development 

of an investment information center. 


U.S. investment in Egypt has concentrated to a large extent 

on petroleum exploration and production. Approximately 75 percent 
of Egyptian oil production is produced by companies utilizing 
American capital and expertise. Petroleum sector investments 
are not governed by Law 43, but rather by concession agreements 
reached with the Egyptian General Petroleum Company. In 1980, 
out of 36 concession agreements signed, approximately 15 involved 
U.S. firms. Recent announcements of discoveries in the Red 

Sea should heighten interest in that area. Also, concession 
agreements typically require the relinquishment of portions 

of the exploration area during the period of the agreement. 
These areas are continually being picked up, often by smaller 
exploration companies. 


In sum, business prospects for U.S. companies in Egypt are expected 
to remain attractive as a result of growing demand in the domestic 
market, a favorable commercial climate, and continuation of 


U.S. economic assistance programs. 
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